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FINANCIAL-COMPLIANCE  AUDITS 

Financial-compliance  audits  are  conducted  by  the  Office  of  the  Legislative  Auditor  to  deter- 
mine if  an  agency's  financial  operations  are  properly  conducted,  the  financial  reports  are  pre- 
sented fairly,  and  the  agency  has  complied  with  applicable  laws  and  regulations  which  could 
have  a  significant  financial  impact.  In  performing  the  audit  work,  the  audit  staff  uses  stand- 
ards set  forth  by  the  American  Institute  of  Certified  Public  Accountants  and  the  United  States 
General  Accounting  Office.  Financial-compliance  audit  staff  members  hold  degrees  with  an 
emphasis  in  accounting.  Most  staff  members  hold  Certified  Public  Accountant  (CPA)  cer- 
tificates. 

The  Single  Audit  Act  of  1984  and  OMB  Circular  A- 128  require  the  auditor  to  issue  certain 
financial,  internal  control,  and  compliance  reports  regarding  the  state's  federal  financial 
assistance  programs,  including  all  findings  of  noncompliance  and  questioned  costs.  This 
individual  agency  audit  report  is  not  intended  to  comply  with  the  Single  Audit  Act  of  1984 
or  OMB  Circular  A- 128  and  is  therefore  not  intended  for  distribution  to  federal  grantor 
agencies.  The  Office  of  the  Legislative  Auditor  issues  a  statewide  biennial  Single  Audit 
Report  which  complies  with  the  reporting  requirements  listed  above.  The  Single  Audit  Report 
for  the  two  fiscal  years  ended  June  30,  1993  has  been  issued.  Copies  of  the  Single  Audit 
Report  can  be  obtained  by  contacting: 

Office  of  the  Legislative  Auditor 
Room  135  State  Capitol 

PO  Box  201705 
Helena  MT  59620-1705 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial-compliance  audit  report  on  the  Office  of  the  Commis- 
sioner of  Political  Practices  for  the  two  fiscal  years  ended  June  30,  1994.   Included 
in  this  report  are  two  recommendations  concerning  compliance  with  state  law 
governing  expenditure  of  restricted  appropriations  and  notifying  candidates  for 
public  office  of  their  noncompliance  with  state  election  laws.  The  office's 
response  is  located  at  the  end  of  the  report. 

We  thank  the  Commissioner  and  his  staff  for  their  assistance  and  coopera- 
tion. 

Sincerely, 


.«4A^^ 


Legislative  Auditor 
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Introduction 


Introdnction 


We  performed  a  financial-compliance  audit  of  the  Office  of  the 
Commissioner  of  Political  Practices  (office)  for  the  two  fiscal 
years  ended  June  30,  1994.   The  objectives  of  the  audit  were  to: 

1.  Determine  if  the  office  complied  with  applicable  laws  and 
regulations. 

2.  Make  recommendations  for  the  improvement  in  the  man- 
agement and  internal  controls  of  the  office. 

3.  Determine  the  status  of  prior  audit  recommendations. 

4.  Determine  if  the  office's  financial  schedules  present  fairly 
the  results  of  operations  for  the  two  fiscal  years  ended 
June  30,  1994. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and 
disclosed  the  costs,  if  significant,  of  implementing  recom- 
mendations contained  in  this  report. 


Background 


The  office  was  created  by  the  1975  Legislature.   The  governor 
appoints  the  commissioner  to  a  six-year  term,  subject  to 
confirmation  by  the  senate.   A  four-member  selection  committee 
comprised  of  the  Speaker  of  the  House,  the  President  of  the 
Senate,  and  the  minority  floor  leaders  of  both  houses  of  the 
legislature  submit  a  list  of  two  to  five  names  of  individuals  to 
the  governor  for  consideration. 


The  primary  duties  of  the  commissioner  include: 

1.  Monitoring  disclosures  of  financial  contributions  to  and 
expenditures  of  Montana  political  committees  and  candi- 
dates. 

2.  Registering  lobbyists  and  monitoring  lobbying  activities  and 
financial  disclosure. 

3.  Investigating  all  alleged  violations  of  the  state's  campaign 
financing  and  practice  laws  and  lobbying  disclosure  laws. 

The  office  was  authorized  3.25  full-time  employees  for  fiscal 
years  1992-93  and  1993-94. 
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Prior  Audit  Recommendations 


Prior  Audit  We  performed  the  audit  of  the  Office  of  the  Commissioner  of 

Recommendations  Political  Practices  for  the  two  fiscal  years  ended  June  30,  1992. 

The  report  contained  two  recommendations  concerning  timely 
deposits  of  cash  collections  and  attachment  of  property  tags  to 
equipment.   The  office  implemented  both  recommendations. 
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Findings  and  Recommendations 


Noncompliance  with 
Appropriation  Law 


Specific  language  in  the  1991  general  appropriation  bill  provided 
$10,406  to  the  office  to  hire  a  part-time  assistant  during  peak 
work  periods  throughout  the  biennium.   The  office  expended 
$4,142  of  this  appropriation  during  fiscal  year  1992-93  to  pay 
termination  costs  for  a  former  employee.   The  office  also 
recorded  $2,055  in  other  services  related  to  contracting  for  a 
person  to  proofread  a  publication  and  for  a  computer  specialist 
for  consultation  and  training. 


The  general  appropriation  bill  does  not  allow  the  transfer  of 
personal  services  to  other  expenditure  categories  with  certain 
exceptions.   For  an  exception,  the  agency  director  must  certify 
to  the  approving  authority,  the  Office  of  Budget  Program  and 
Planning,  that  the  agency  is  unable  to  fill  the  position  and  that 
the  services  performed  by  that  position  are  necessary.   The 
office  did  not  provide  the  required  certification. 

Office  personnel  stated  that  they  were  unaware  of  the  require- 
ment to  provide  certification  to  the  approving  authority  prior  to 
transferring  personal  services  operating  plan  authority  to  other 
expenditure  categories.   Office  personnel  also  said  they  were 
unaware  the  funds  were  provided  specifically  for  a  part-time 
assistant  and  that  they  were  unable  to  use  it  for  another  purpose. 

The  office's  regular  operations  are  funded  from  the  General 
Fund  with  an  amount  projected  to  cover  its  personal  services  and 
operating  expenditures.   The  office  experienced  the  personnel 
turnover  in  January  of  1993  and  should  have  been  aware  of  the 
funding  shortfall  at  that  time.  The  office  could  have  submitted 
a  request  for  a  supplemental  appropriation  to  cover  the 
termination  payout. 
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Findings  and  Recommendations 


Recommendation  #1 

We  recommend  the  Commissioner  of  Political  Practices: 

A.  Comply  with  state  law  regarding  the  transfer  of 
personal  services  operating  budget  authority  to  other 
expenditure  categories. 

B.  Expend  appropriated  amounts  in  accordance  with 
restrictions  set  by  law. 


Orders  of 
Noncompliance 


State  law  requires  candidates  running  for  public  office  to  file 
reports  of  contributions  received  and  expenses  paid  by  specific 
dates.   Section  13-37-121,  MCA,  requires  the  Commissioner  of 
Political  Practices  (the  commissioner)  to  inspect  these  reports 
within  ten  days  and  immediately  issue  an  order  of 
noncompliance  to  any  candidate  that  does  not  comply  with  the 
requirements  of  this  chapter.   Upon  receiving  an  order  of 
noncompliance,  the  candidate  has  five  days  during  an  election 
year  and  ten  days  in  other  years  in  which  to  file  the  necessary 
reports  or  face  civil  action  or  criminal  prosecution. 

Agency  personnel  estimated  60  percent  of  the  candidates' 
financial  reports  received  do  not  comply  with  state  law,  and 
therefore  would  require  an  order  of  noncompliance.   However, 
approximately  85  percent  of  the  reports  are  not  in  compliance 
due  to  minor  errors  such  as  the  omission  of  a  contributor's  name 
or  simple  arithmetic  errors. 

The  office's  procedure  is  to  first  make  a  phone  call  to  the 
responsible  party  and  try  to  resolve  the  issue.  The  office  keeps 
records  in  each  candidate's  file  indicating  the  errors  and  steps 
taken  to  correct  them.   If  the  problem  cannot  be  resolved  in  a 
reasonable  time,  approximately  three  to  four  weeks,  an  order  of 
noncompliance  is  sent.   In  fiscal  year  1992-93  the  office  issued 
eight  orders  of  noncompliance  to  candidates,  and  in  fiscal  year 
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Findings  and  Recommendations 


1993-94  they  issued  three  orders.    Each  candidate  complied  with 
the  order  in  the  required  time. 

According  to  office  personnel,  sending  the  orders  immediately 
would  be  costly  as  state  law  requires  they  be  sent  by  certified 
mail.   Furthermore,  if  the  candidates  do  not  respond  within  the 
required  time,  the  office  is  required  by  law  to  initiate  civil  or 
criminal  action.  The  office  said  it  does  not  have  the  budget 
authority  to  initiate  many  court  actions,  so  compliance  would 
require  increased  funding. 

Our  review  of  the  current  procedures  used  by  the  office  found 
the  procedures  ensure  all  candidates  eventually  submit  the 
reports  required  by  law.   However,  since  the  office  did  not  issue 
orders  of  noncompliance  as  required  by  statute,  we  recommend 
the  office  seek  legislation  to  allow  additional  time  to  resolve 
reporting  errors  prior  to  sending  the  order  of  noncompliance. 


Recommendation  #2 

We  recommend  the  Commissioner  of  Political  Practices 
seek  legislation  to  allow  the  office  to  resolve  reporting 
issues  prior  to  issuing  an  order  of  noncompliance. 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTTA.  SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 
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STATE  CAPITOL 

PO  BOX  201705 

HELENA,  MONTANA  59620-1705 

406/444-3122 

FAX  406/444-3036 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Office  of  the  Commissioner 
of  Political  Practices  (office)  for  each  of  the  two  fiscal  years  ended  June  30,  1993  and  1994,  as 
shown  on  pages  A-4  through  A-8.   The  information  contained  in  these  financial  schedules  is  the 
responsibility  of  the  office.   Our  responsibility  is  to  express  an  opinion  on  these  financial 
schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.   Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  schedules  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosure  in  the  financial  schedules.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  schedule  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

As  described  in  note  1,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of 
accounting  other  than  generally  accepted  accounting  principles.   The  schedules  are  not  intended  to 
be  a  complete  presentation  and  disclosure  of  the  office's  assets  and  liabilities. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in  all  material 
respects,  the  results  of  operations  and  changes  in  fund  balances  of  the  office  for  the  two  years 
ended  June  30,  1993  and  1994,  in  conformity  with  the  basis  of  accounting  described  in  note  1. 


Respectfully  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


August  10,  1994 
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COMMISSIONER  OF  POLITICAL  PRACTICES 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1994 


General  Fund 


Special 

Revenue 

Funds 


FUND  BALANCE:  July  1,  1992 


ADDITIONS 
Fiscal  Year  1992-93 
Budgeted  Revenue  &  Transfers  In 
Prior  Year  Expenditure  Adjustments 
Support  From  State  of  Montana 

Fiscal  Year  1993-94 
Budgeted  Revenue  &  Transfers  In 
Support  From  State  of  Montana 
Total  Additions 


7,175 
138,428 


4,799 
121,847 
272.249 


$20,500 


20.500 


REDUCTIONS 
Fiscal  Year  1992-93 
Budgeted  Expenditures  &  Transfers  Out 

Fiscal  Year  1993-94 

Budgeted  Expenditures  &  Transfers  Out 
Prior  Year  Expenditure  Adjustments 
Nonbudgeted  Expenditures  &  Transfers  Out 
Total  Reductions 


145, 

,603 

126, 

,625 

21 

272 

,249 

13.299 
13.299 


FUND  BALANCE:  June  30,  1994 


$  7,201' 


'   See  note  5  on  page  A-8. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting 
System.  Additional  information  is  provided  in  the  notes  to  the  financial 
schedules  beginning  on  page  A- 7. 
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COMMISSIONER  OF  POLITICAL  PRACTICE 

SCHEDULE  OF  BUDGETED  REVENUE  &  TRANSFERS  IN  -  ESTIMATE  &  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1994 


Licenses  and   Charges  For 

Permits       Services      Total 

Fiscal  Year  1993-94 
GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over(Under)  Estimate 

Fiscal  Year  1992-93 

GENERAL  FUND 
Estimated  Revenue  $4,500        $2,500      $7,000 

Actual  Revenue  5.250  1,925        7.175 

Collections  Over (Under)  Estimate  $   750        $   (575)     $    175 


$ 

50 

$  6,500 

$  6,550 

590 

4.209 

4,799 

$= 

540 

$(2,291) 

$(1.751- 

$20,500 

$20,500 

20,500 

20,500 

$     0 

$     0 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System. 
Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning 
on  page  A- 7 . 
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COMMISSIONER  OF  POLITICAL  PRACTICES 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES 

BY  OBJECT  &  FUND  -  BUDGET  &  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1994 


Commissioner  of 
Political  Practices 


PERSONAL  SERVICES 
Salaries 

Employee  Benefits 
Total 

OPERATING  EXPENSES 
Other  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Repair  &  Maintenance 
Other  Expenses 
Total 

EQUIPMENT  AND  INTANGIBLE 
Equipment 
Intangible  Assets 
Total 


Fiscal 

Fiscal 

Year 

Year 

1993-94 

1992-93 

$  77,584 

82,574 

19,809 

19,523 

97,393 

102,097 

16,379 

28,751 

1,676 

2,005 

5,994 

4,091 

231 

837 

3,576 

3,504 

575 

1,222 

394 

919 

28,825 

41,329 

50 

1,099 

161 

0 

211 

1,099 

DEBT  SERVICE 
Leases 
Total 

TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


196 


1,078 


196 

1 

,078 

$126, 

,625 

$145 

,603 

$129 

,821 

$146 

,219 

126 

,625 

145 

,603 

$^ 

,196 

$ 

616 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System. 
Additional  information  is  provided  in  the  notes  to  the  financial  schedules 
beginning  on  page  A- 7. 
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Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1994 


Summary  of  Significant 
Accounting  Policies 


Basis  of  Accounting 


The  Office  of  the  Commissioner  of  Political  Practices  uses  the 
modified  accrual  basis  of  accounting,  as  defined  by  state 
accounting  policy,  for  its  Governmental  Funds.   In  applying  the 
modified  accrual  basis,  the  office  records: 


Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  office  incurs 
the  related  liability  and  it  is  measurable. 

Expenditures  and  expenses  may  include  entire  budgeted  service 
contracts  even  though  the  office  received  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order 
before  fiscal  year-end,  but  not  received  as  of  fiscal  year-end; 
and  equipment  ordered  with  a  purchase  order  before  fiscal  year- 
end. 

State  accounting  policy  also  requires  the  office  to  record  the  cost 
of  employees'  annual  leave  and  sick  leave  when  used  or  paid. 


Basis  of  Presentation 


Governmental  Funds 


The  financial  schedule  format  is  in  accordance  with  the  policy  of 
the  Legislative  Audit  Committee.   The  financial  schedules  are 
prepared  from  the  Statewide  Budgeting  and  Accounting  System 
without  adjustment.   Accounts  are  organized  in  funds  according 
to  state  law.   The  office  uses  the  following  funds: 

General  Fund  -  to  account  for  all  financial  resources  except 
those  required  to  be  accounted  for  in  another  fund. 

Special  Revenue  Fund  -  to  account  for  proceeds  of  specific 
revenue  sources  legally  restricted  to  expenditures  for  specific 
purposes. 
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Notes  to  the  Financial  Schedules 


2. 


Annual  and  Sick  Leaye 


Employees  at  the  office  accumulate  both  annual  and  sick  leave. 
The  office  pays  employees  for  100  percent  of  unused  annual  and 
25  percent  of  unused  sick  leave  credits  upon  termination. 
Accumulated  unpaid  liabilities  for  annual  and  sick  leave  are  not 
reflected  in  accompanying  financial  schedules.  The  office 
absorbs  expenditures  for  termination  pay  in  its  annual  opera- 
tional costs.   At  June  30,  1994,  the  office  had  a  liability  of 
$10,318. 


Pension  Plan 


Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).   The  office's  contribution  to  PERS 
was  $5,228  in  fiscal  year  1992-93  and  $5,201  in  fiscal  year  1993- 
94. 


General  Fond  Balance 


The  General  Fund  is  a  statewide  fund.   Each  agency  does  not 
have  a  separate  General  Fund  since  its  only  authority  is  to  pay 
obligations  from  the  statewide  General  Fund  within  its  appro- 
priation limits.  Thus,  on  an  agency's  schedules,  the  General 
Fund  beginning  and  ending  fund  balance  will  always  be  zero. 


5.         Nonbudgeted  Expendi- 
tures 


The  Office  of  the  Commissioner  of  Political  Practices  received 
$20,500  in  a  settlement  agreement  of  a  civil  lawsuit.   The  terms 
of  the  settlement  specified  the  money  be  used  to  improve  the 
operating  efficiency  of  the  Commissioner's  Office  and  enhance 
public  awareness  of  laws  regulating  campaign  practices.  These 
funds  are  deposited  in  the  Special  Revenue  Fund  and  are  author- 
ized for  expenditure  under  section  17-7-1 14,  MCA,  without  a 
specific  appropriation.   Since  a  budget  amendment  was  not 
required  to  expend  the  settlement  money,  the  $13,299  in  Special 
Revenue  Fund  expenditures  for  fiscal  year  1993-94  are  recorded 
as  nonbudgeted  expenditures. 
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COMMISSIONER  OF 
POLITICAL  PRACTICES 


STATE  OF  MONTANA 


ED  ARGENBRIGHT,  Ed.D. 
COMMISSIONER 
TELEPHONE  (406)444-2942 
FAX  (406)444-1643 


1205  EIGHTH  AVENUE 

P.O.  BOX  202401 

HELENA,  MONTANA  59620-2401 


September  14,  1994 


Office  of  the  Legislative  Auciitor 
State  Capitol 
P.O.  Box  201705 
Helena,  MT     59620-1705 


Dear  Glenn: 


The    audit    for    the    Office    of    the    Commissioner    of    Political 
recommendations.    I  concur  with  each. 


Practices    included    two 


Recommendation  #1  -  Any  transfers  from  personal  services  to  other  areas  of  the  budget  will 
be  scrutinized  to  insure  proper  approvals  are  secured.  Procedures  are  in  place  to  insure  no 
further  recurrences. 

Recommendation  #2  -  An  effort  will  be  made  to  change  13-37-121  MCA.  Changing  the 
wording  from  "shall  be  issued"  to  "may  be  issued"  will  allow  the  discretion  that  has  always 
been  used  due  to  the  practical  considerations  inherent  in  reviewing  and  obtaining  the  required 
information  from  the  increasing  numbers  of  candidates  required  to  file  the  reports.  There  will 
be  in  excess  of  2900  reports  submitted  in  the  1 994  elections. 


Sincerely, 


Ed  Argehbright,  Ed.D. 


Commissioner 
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•AN  EQUAL  OPPOHTUNITY  EMPLOYER' 


